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International 
Marketing 
information 
Series 


This report is one of a series of Bureau of International Com- 
merce publications focusing on foreign market opportunities 
for U.S. suppliers. The series is made available by the Bu- 
reau’s Office of International Marketing (OIM) in cooperation 
with the U.S. Foreign Service-Department of State. Most 
reports are based on research conducted by overseas con- 
tractors under U.S. Foreign Service supervision or by eco- 
nomic and commercial officers of the Foreign Service or 
Department of Commerce. 


Some of the data in this series is reproduced in its original 
unevaluated form and the distribution of this document does 
not necessarily imply the concurrence of the Department of 
Commerce in the opinions or conclusions contained therein. 


As part of its marketing information program, OIM makes 
available to the U.S. business community, on a continuing 
basis, eight types of publications and reports. 


1. Global Market Surveys: In-depth reports covering 20-30 
of the best foreign markets for a single U.S. industry or a 
group of related industries. 


Country Market Sectorial Surveys: \In-depth reports cover- 
ing the most promising U.S. export opportunities in a sin- 
gle foreign country. About 15 leading industrial sectors are 
usually included. 


. Producer Goods Research: In-depth reports covering the 
best foreign sales opportunities for a single U.S. producer 
goods industry, or group of industries. 


Consumer Goods Research: \n-depth reports covering the 
best foreign sales opportunities for a single U.S. consumer 
goods industry, or group of industries. 


. International Marketing Newsmemo: Information bulletins 
received directly from the U.S. Foreign Service; reports 
prepared by U.S. businessmen or Department of Com- 
merce officers; and usually distributed unedited. They 
cover a wide variety of industries, products, and countries. 


Overseas Business Reports: Reports that include current 
and detailed marketing information on all of our leading 
trading partners. Most are revised annually. 


. Foreign Economic Trend Reports: Annual or semiannual 
reports prepared by the U.S. Foreign Service that cover, 
individually, almost every country in the world. 


. International Marketing Events: Brief market summaries in 
support of trade promotion events organized by the Office 
of International Marketing. Also, detailed calendars of 
upcoming events. 


To supplement and up-date the marketing information avail- 
able in this series, and for specific ordering information, we 
suggest that you telephone the nearest Department of Com- 
merce District Office or the Country Marketing Manager re- 
sponsible for the area or areas in which you are interested. A 
directory of these key people and offices is printed on the 
back cover. 





Value in millions U.S. $ unless 
otherwise indicated Exchange Rate: 
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U.S. $1.00 = 8.3 Kenya Shillings 


ECONOMIC INDICATORS 
% Change 
1973 1974 1975 1974/75 


Population at mid-year (millions) 12.49 12.91 13.40 + . 2 
GDP at constant, (1972) prices 1,687 1,756 1,769 * 0.7 
Per capita GDP at constant 

(1972) prices (in dollars) 135 136 132 ~ 3.6 
GDP at current prices 1,798 2,170 2,500 + 14.8 
Per capita GDP at current prices 

(in dollars) 144 168 174 + 10.6 
GNP at current prices 1,905 2, 306 @s1 34 OE aes 
Per capita GNP at current prices 

(in dollars) Be 5 186.2 203.8 + 9.0 
Gross fixed capital formation at 

constant (1972) prices 391.5 363.1 359.1 =~ 30 


- Gross fixed capital formation at 


current prices 437.4 488.7 563. + 15.0 


. Money Supply (Dec. 31) 594.5 641.2 746.3 + 10.0 


- .Commercial bank credit out- 


standing (Dec. 31) 387.3 499.5 561.8 + 7 
Commercial bank deposits (Dec. 3) 211.4 180.0 210 + 50. 
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- Ratio of lending to deposits 


(Dec. 31) 70.8 84.0 80.2 ~ 
Treasury bill interest rate 
(Dec. 31) 
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Internal public debt (June 30) 203.0 309.9 45.8 ie 

External public debt (June 30) 303.6 32h nc 402.0 + Oo. 
2.0 8 
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Debt service ratio Sor 
Foreign exchange reserves 
(Dec. 31) 161.3 160.5 169.3 + 
Balance of payments (surplus +, deficit -) 
19. Trade Balance -130.8 -384.2 -313.4 
20. Total current account -112.3 -274.3 -184.0 32.0 
Capital Movements 127.4 205.9 150.9 6 
. Overall balance Be - 68.4 week 
Price Index (1971 = 100 
imports 128 201 237 + 4 
Non-oil imports 128 179 202 + a 
Export Price Index (1971 = 100) 
All exports 126 171 196 + 
Non-oil exports 129 161 173 + q 
Quantum Index (1971 = 100) 
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85 91 73 ae 
Exports 118 114 101 oe Ede 
Terms of Trade (1971 = 100 
All items 98 85 83 - F 
Non-oil items O01 90 B6 ~ q. 
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(a) Service charges as a percentage of exports of goods and ‘services. 
(6) SDR's & Foreign reserves & foreign liabilities (other than IMF) 


& total net foreign reserves of the Central Government. 
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% Change 
1973 1974 1975 1974/75 


Foreign Trade: uicteons) 
Total Imports sets 
caclahine E.A.C. Trade 523.4 879.2 833.5 : 
se UK ee ee ee 
from Iran ; 7 Zed ° 
ana ee ee ee 
mm tae ee” ee ee ee 
from U.S.A. 
from Italy 
from France 
Total Exports (F.0O.B. 
Excluding E.A.C. Trade 
to UK. 
to-F.R.G. 
to 
to 
to Netherlands 
to Japan 
Trade Within East African Community 
Imports 
from Tanzania 18.3 22.9 20.2 
from Uganda eS 9. a 
Exports 
to Tanzania 40.4 45.7 48.7 + 6.0 
to Uganda 52.5 70.2 62.0 - 11.0 
Lower Income Consumer Price Index 
(Nairobi) Dec. 31 1971 = 100 119.5 138.7 166.9 + 20.0 
Middle Income Consumer Price Index 
(Nairobi) Dec. 31 1971 = 100 118.4 134.7 159.6 + 18.0 
Industrial Production Index 
1969 = 100 144.9 153.4 159.5 + x 
Electric Power Consumption 
million KWH 859.7 924.9 1,001.4 ~ ; 
Private Urban Construction 
Completed (Units) 1,576 1,337 1.383. - 7 
Employment in Modern Sector (000) 761.4 826.3 809.4 _ 2 
Earnings in Modern Sector 554.6 658.5 746.4 ae 0) 
Arrivals of Visitors (000) 397.7 387.5 407.0 + 5.0 
Hotel Bed Occupancy 
(000 bednights) 2,784 2,979 3,209 + "90 


Hotel Bed Occupancy Rate iG 7 i 5 is 8 + 4.0 


New Motor Vehicle Registrations 


(number ) 15 ,885 16,555 15.317 - 7.0 


Freight Handled at Port of 
Mombasa (000. M.T.)- 6,724 6,522 . 5,948 - 8.0 


Freight handled at Nairobi : 
Airport (000 M.T.) 28,302 30,941 33,598 ~ 8.0 
Production Major Products 
Crude qil throughput 


(000 Liters) 3,068,580 3,325,485 3,343,785 + = 
Coffee (000 M. tons) ras 061 66.2 ~ 5.0 





Tea (000 M. tons) 


Sugarcane (000 M. tons) iL z 719 1 55 T. 
Sisal (000 M. tons) 58.0 86.5 t 6 ar 
Pyrethrum extract (M.T.) 57 192 aan fr 
Cattle & Calves (000. a 155.0 155° 5 134.1 1 
Milk (million liters) 279.6 249.8 230.0 - 

Beer (million liters) 139.3 157.6 153.0 

Cement (000 M.T.) 192. 2 856.4 896.9 T. 


Main Imports from the U.S. (1975): Aircraft ($8.5 million), Kraft 
Papers ($51 million, aircraft parts ($2.1 million), insecticides 
($1.2 million), aircraft engines ($1.2 million), fungicides ($1.1 
million), telecommunications equipment ($1.1 million). 


Main Exports to the U.S.A.(1975): Coffee ($8.06 million), tea 
($6.2 million), Pyrethrum extract ($1.8 million), sisal fibers 
($508,854). 


ECONOMIC REFERENCES: Economic Survey 1976, Central Bureau of Sta- 
tistics, Ministry of Finance and Planning; Kenya Statistical 
Digest December 1975, Central Bureau of Statistics, Ministry 

of Finance and Planning; Central Bank of Kenya Economic and 
Financial Review Oct-Dec 1975; East African Report on Trade & 
Industr May 1976; Statistical Abstract 1975, MFP; Annual Trade 
Report of 


yenzania Uganda, and Kenya 1975, East African Customs 
and Excise Dept.; 1975/70 Estimates of Revenue, MFP; 1975/76 
Estimates of mesnrent Expenditures, MFP; 1975/76 Estimates- 
Development, MFP. 





SUMMARY 


Kenya's second successive year of marginal economic growth 
and unfavorable terms of trade seriously strained the Govern- 
ment's ability to maintain development momentum and protect 
its foreign exchange reserves. Nevertheless, recovering 
economies in the developed nations, the consequent pick-up 
in world demand for primary products, and an extraordinarily 
strong market for coffee have convinced Kenyan planners that 
1976 should witness an improvement in domestic production 
and finances. The 1976/77 budget has committed an increased 
share of expenditures to productive rural development pro- 
grams, while imposing stricter controls on the government's 
spending in general, and access to local credit. If assisted 
by moderating oil prices, sufficient rains (always proble- 
matic in Kenya), and careful but flexible demand management 
policies, Kenya will probably experience a modest economic 


upswing over the next year. 





jCURRENT ECONOMIC SITUATION AND TRENDS 


1975: Year of Marginal Economic Growth 


Rising oil costs, prolonged recession in the industrial countries, 
and stagnating agricultural production prevented the Kenyan 
economy from achieving more than a 1% GDP growth in 1975. The 
lowest rate of growth in a decade, this statistic represents a 
fall in real per capita income of 3% over 1974 and 8% from 1973. 
Effective demand, dampened by two years of large balance of 
payments deficits, was further reduced by a decline in aggregate 
capital formation and virtually no growth in marketed agricul- 
tural production. The cost of living index for Nairobi's lower 
income group rose by 20% in 1975, although inflation showed 
signs of tapering off in the last quarter. By comparison, 

wages in the monetary sector rose a total of 13% over the 

year. For the first time in 10 years, the number of people 

in wage employment actually fell. 


A sectoral analysis of Kenyan GDP demonstrates a modest jump 

in manufacturing activity, severe recession in the construction 
industry, and a disappointing performance in agricultural 
production. 


The value of manufactured output increased 4% in 1975, matching 
sharp rises in the textiles and paper industries against the poor 
‘records of the food, beverages, chemicals, and metal products 
sectors. No industry succeeded in reaching the Government's 
target growth rates projected in early 1975. The decline in 
agricultural output as well as the normally active import/ 

export trade contributed to an 8% drop in-the distribution 
sector's share of GDP. 


A slight rise in public capital expenditurés on construction 
failed to overcome the depressing effects of skyrocketing 
building costs and indifferent economic circumstances for 
investment. Consequently, the value of construction output fell 
about 6% in real terms during 1975, while public and private 
employment in the building industry declined 10% over 1974. 


Kenyan authorities blamed 1975's sluggish agricultural pro- 
duction on higher input costs and erratic weather patterns. 
Government attempts to stimulate increased yields by raising 
producer prices for major commodities in February 1975 failed 
to provide sufficient incentives, particularly for small farmers, 
who reduced purchases of both fertilizers and chemicals. 

The Government hopes that subsidized fertilizer and liberalized 
access to short-term credit will reverse this situation in 1976. 
Individual commodities which recorded total revenue gains were 
maize, wheat, sugar cane, and tea. All but maize had lower 
marketed volumes than in 1974. Sisal and coffee suffered from 
insufficient rainfall and a fall in overall 1975 world prices. 





The world coffee demand in late 1975 and early 1976, however, 
assured boom prices for this major Kenyan export during the 
1976 season. 


Another traditional revenue source, tourist expenditures, showed 
a modest increase in real terms over 1974. Considering rising 
transportation costs and the economic difficulties in Western 
Europe, Kenyan authorities are expressing a "cautious optimism" 
about the development of the tourist industry over the next 

five years. 


One encouraging development was that the balance of payments 
recorded a current account deficit of $184 million, a notable 
drop from $274 million in 1974. Tightened Government import 
restrictions, a year-long run-down of high 1974 inventories, 
and slackened business activity kept import volume 20% below the 
1974 figure. Unfortunately, export volume also declined 11%. 
In value terms, .imports declined 5% and exports rose 2%. Kenya’ 
financed its deficit on current account by private capital,in- 
flows from abroad, Government borrowing, public grants, and 

by an increase in the liabilities of the central monetary 
authorities. 


Fuels and lubricants increased their share of total import 
value from 22% to 27% in 1975. Likewise, petroleum product 
exports contributed 27% of 1975 trade revenues. Crude petro- 
leum imports increased only marginally in volume since a 
sizable drop in the volume of petroleum exports created 
sufficient reserve to satisfy the small growth in domestic 
consumption. Moderating world oil prices and fiscal con- 
straints on local consumption appear to have effectively 
controlled Kenya's 1975 petroleum expenditures. While oil will 
continue ta occupy a prominent position on the import bill, 
future expenses should be predictable and not demand imme- 
diate, extraordinary financing measures. 


The Monetary Sector and Public Finance 


The banking sector coped with two major developments in 1975: 
a devaluation of the shilling and increased borrowing by the 
Government to cover its budget deficits. By untying the 
shilling from the dollar and pegging the currency to the SDR, 
Kenya hoped to increase the attractiveness of its exports, 
restrict costly imports, and favor the use of labor-intensive 
production methods in domestic industries. However, by the 
first quarter of 1976, the inflationary impact of the deval- 
uation was already*‘noticeable in urban consumer price indexes. 
The Government has taken a strong stand on wage demands that 
threaten to accelerate the inflationary spiral, a politically 
unpopular policy which will pay off in long-term economic relief. 





A 10% revenue shortfall, price inflation in government pur- 
chases and budget oversight weaknesses helped raise the ex- 
pected 1975/76 overall budget deficit 66% over the previous 
fiscal year. The gap was closed by external grants, external 
loans, and domestic borrowing -- both long and short term. 
Despite these new credit commitments, debt service payments 
on external public debt consumed only 2.8% of 1975 current 
account revenues, low by LDC standards. However, heavy 
borrowing over the last two years to cope with soaring oil 
prices will pose increased burdens during the early 1980's. 


Domestically, the Government anticipates that the short-term 
Treasury bill issuances of late 1975 and early 1976 will, by 
expanding the liquid assets of commercial banks, enable these 
institutions to undertake greater lending commitments. _ 
Guidelines established for the commercial banking community 
in 1975 gave preference to agricultural loans, at the expense 
of trade credit and other advances to the private sector. 


Centrifugal forces within the East African Community con- 
tributed to a further disintegration of efforts to harmonize 
the political and economic policies of Uganda, Tanzania, and 
Kenya. The operational efficiency of the commonly-funded 
corporations -- railways, harbors, posts, and airline -- 

has been severely damaged over the past year due to a failure 
of the partner states to agree on a satisfactory method of 
transferring revenue from one country to another. A commission 
appointed by the member states to consider a revision of the 
Community structure is expected to report its recommendations 
in late 1976. Meanwhile, the volume of interstate trade, 
particularly Kenya's imports from neighboring countries, 
diminished significantly over the period 1971-75. Partner 
states have embarked upon a decentralization of common trans- 
portation services, transferring greater authority for pur- 
chases, debt guarantees, and staffing to the individual 
countries. East Africa's traditional trade creditors and 
investors have adjusted to this development by accepting bila- 
teral, as opposed to regional guarantees. 


1976 Prospects and Policies 


Kenyan authorities optimistically predict; that 1976 will wit- 
ness a general upswing in economic activity. Renewed growth 

in the developed countries, combined with more generous domes- 
tic pricing and credit policies, is expected to stimulate 
agricultural production. The depreciation of the shilling 

and strengthened world market conditions for primary commodities 
such as tea and coffee should improve Kenya's export prospects. 
The Government fully recognizes the importance of agricultural 
products in its export promotion program and is actively seeking 
overseas markets. Undaunted by two years of no economic growth, 





Government planners forecast a real GDP increase of between 
4% and 5% in 1976. This may well be too optimistic. 


Some trouble spots on the horizon are: a double-digit inflation 
rate so far resistant to wage-price controls, a possible credit 
squeeze in 1976 if the generally conservative monetary policy 
fails to respond with sufficient flexibility to rising demand 

in the private sector, an increase in import expenditures 

(with consequent strain on foreign exchange reserves) to service 
a rebounding economy, and a further climb in public debt to 
finance enlarged budget deficits. By April 1976 foreign exchange 
reserves had climbed to $195 million from their September 1975 
low of $114 million. An ironic result of this improvement may 

be a new difficulty in obtaining untied external financing. 

IMF's Extended Fund Facility loans such as the one Kenya received 
in 1975 are reserved for countries with serious payments imbal- 
ances. Kenya's future credit needs, on the other hand, will 
arise from more ambitious development plans and the subsequent 
strains on the Government budget. If it is unable to attract 
greater project aid from multi-lateral and bilateral sources, 

the Government will face the options of modifying fiscal policies 
to raise more revenue or resorting to Eurocurrency borrowing 

at substantially higher debt service costs. 


Kenya's interest rate structure, which prices capital signifi- 
cantly lower than prevailing world levels, may undergo revision 
in 1976. A higher cost for private credit should reinforce the ° 
Government policy of encouraging industries to adopt labor- 
intensive production methods. 


[IMPLICATIONS FOR THE U.S. 


Despite a general reduction in imports, the U.S. increased 

the value of its sales to Kenya 19%. In line with its policies 
to cancel trade restrictions as soon as feasible, Kenya removed 
certain classes of agricultural machinery from the "foreign 
exchange quota" list and placed them under open general license. 
Concluding a year of negotiation with prospective suppliers in 
Europe and North America, East African Railways announced its 
intent to purchase $30 million of locomotive equipment from an 
American firm. 


Although development expenditure on some major tourist programs 

has been curtailed in the 1976/77 forward budget, the Govern- 

ment continues to invite private investment in this field. 

Through joint participation with a parastatal agency, investors 

are encouraged to spread services throughout the country and 
cooperate in the Kenyanization of the tourist industry. Improve- 
ment of airport facilities in Nairobi and Mombasa will greatly 
expedite tourist traffic to the major vacation areas. In addition, 





Kenya is focussing greater promotional effort in Western 
Europe and the U.S. to attract the lucrative package-tour 
trade. 


In previous years, potential U.S. investors have paid close 
attention to Kenya's food processing industry. Government 
export promotion programs have also assigned top priority to 
this sector. However, the negligible growth in agricultural 
production recorded in the last two years plus complaints about 
low-priced illegal imports have created occasional problems 

for the industry as a whole. An UNCTAD advisor noted that 
capacity utilization of many domestic food processing plants 

is very low and singled out raw material supply as the critical 
factor. 


Amendments to the Foreign Investment Protection Act effective 

in January 1976 introduced snme uncertainty into the investment 
guarantee prograin offered by the Kenyan Government. Specifically, 
the Government clarified its intent that the investor rather 

than Kenya must assume the foreign exchange risks of his invest- 
ment. The amendments also clarified the Government's refusal 

to guarantee in advance the repatriation of capital gains 
realized upon the liquidation of an investor's assets. This 

is not to be confused with the guaranteed repatriation of 
original investment, which is a clear right. The schedule for 
repatriation of capital profits (capital gains) must be negotiated. 


Nevertheless, U.S. companies have affirmed their confidence 

in Kenya's economic potential by establishing or enlarging their 
manufacturing operations. General Motors started construction 
of its truck assembly plant outside Nairobi. Pfizer Corporation 
initiated production of molasses feed blocks. Benefiting from 
an extensive, three-year expansion program, Kenya Canners (Del 
Monte) boosted exports of canned pineapples from 8.6 thousand 
tons to 19.9 thousand tons in one year. 


Along with food processing enterprises, the Kenyan Government 
identified potential investment opportunities in textiles (pro- 
duction and weaving of synthetic fibers), sugarcane processing, 
paper conversion and printing, basic industrial chemicals, and 
metal products. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





Commerce 
District 
Offices 


Albuquerque, 87101, (505) 766-2386. 
Anchorage, 99501, (907) 265-5307. 
Atlanta, 30309, (404) 526-6000. 
Baltimore, 21202, (301) 962-3560. 
Birmingham, Ala., 35205, (205) 254-1331. 
Boston, 02116, (617) 223-2312. 

Buffalo, N.Y., 14202, (716) 842-3208. 


Charleston, W.Va., 25301, (304) 343-6181, Ext. 375. 


Cheyenne, 82001, (307) 778-2151. 
Chicago, 60603, (312) 353-4450. 
Cincinnati, 45202, (513) 684-2944. 
Cleveland, 44114, (216) 522-4750. 
Columbia, S.C., 29204, (803) 765-5345. 
Dallas, 75202, (214) 749-1515. 

Denver, 80202, (303) 837-3246. 

Des Moines, 50309, (515) 284-4222. 
Detroit, 48226, (313) 226-3650. 
Greensboro, N.C., 37402, (919) 275-9111, Ext 345. 
Hartford, 06103, (203) 244-3530. 
Honolulu, 96813, (808) 546-8694. 
Houston, 77002, (713) 226-4231. 
indianapolis, 46204, (317) 269-6214. 
Los Angeles, 90024, (213) 824-7591. 
Memphis, 38103, (901) 534-3213. 
Miami, 33130, (305) 350-5267. 
Milwaukee, 53202, (414) 224-3473. 
Minneapolis, 55401, (612) 725-2133. 
New Orleans, 70130, (504) 589-6546. 
New York, 10007, (212) 264-0634. 
Newark, N.J., 07102, (201) 645-6214. 
Omaha, 68102, (402) 221-3665. 
Philadelphia, 19106, (215) 597-2850. 
Phoenix, 85004, (602) 261-3285. 
Pittsburgh, 15222, (412) 644-2850. 
Portland, Ore., 97205, (503) 221-3001 
Reno, 89502, (702) 784-5203. 
Richmond, Va., 23240, (804) 782-2246. 
St. Louis, 63105, (314) 425-3302. 

Salt Lake City, 84138, (801) 524-5116. 
San Francisco, 94102, (415) 556-5860. 
San Juan, P.R., 00902, (809) 723-4640. 
Savannah, 31402, (912) 232-4204. 
Seattie, 98109, (206) 442-5615. 


Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the Bureau of In- 
ternational Commerce, U.S. Department of Commerce. 


The Bureau is organized geographically with a Country Mar- 
keting Manager responsible for a country or group .of coun- 
tries as listed below. Assistance or information about market- 
ing in these countries may be obtained by dialing these key 
people directly: 202-377 plus the given extension. 


Area Extension 
Africa 
West and Central Africa 3865 
East and South Africa 4927 
Europe 
France and Benelux Countries 4504 
Germany and Austria 5228 
Italy, Greece and Turkey 
Nordic countries 
Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 
Far East 
Australia and New Zealand 
East and South Asia 
Japan 
Southeast Asia 
Latin America 
Brazil, Argentina, Paraguay and Uruguay 
Mexico, Central America, and Panama 
Remainder of South America and Caribbean 
countries 
Special units within the Department of Commerce have been 
created to deal with particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 5737 


Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 


iran, Israel, Egypt 
Bureau of East-West Trade 
Eastern Europe 
USSR 
Peoples Republic of China 
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